March 12, 2002

The Honorable Board of Supervisors
County of Los Angeles

383 Kenneth Hahn Hall of Administration
500 West Temple Street

Los Angeles, CA 90012

Dear Supervisors:

FIVE YEAR RE-LEASE
DEPARTMENT OF HEALTH SERVICES
2064 MARENGO STREET & 1063 NORTH CHICAGO STREET, LOS ANGELES
(FIRST) (3 VOTES)

IT IS RECOMMENDED THAT YOUR BOARD:

1.

Approve and instruct the Chairman to sign the attached five year re-lease with
Mack Novak, Trustee, Novak Trust, (Lessor) for the continued occupancy of 12,940
rentable square feet of office space, including 32 off-street parking spaces for the
Department of Health Services (DHS) at 2064 Marengo Street and 1063 North Chicago
Street, Los Angeles at an initial annual rent of $170,808, which is approximately 78
percent subvened by State and Federal funding.

Find that this lease is exempt from the provisions of the California Environmental
Quality Act (CEQA) pursuant to Class 1, Section r, of the Environmental Document
Reporting Procedures and Guidelines adopted by your Board on November 17, 1987,
and Section 15601 (b) (3) of the State CEQA Guidelines.

Approve the project and authorize the Chief Administrative Office (CAO) and DHS to
implement the project. The lease will be effective upon approval by your Board.
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PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

Approval of this proposed re-lease to extend the term of the lease for another five years
will allow DHS to continue to house its 60 member Expenditure Management and Group
Purchasing Organization staff at 2064 Marengo Street and 1063 North Chicago Street,
Los Angeles. These two programs provide administrative support services to the
LAC+USC Healthcare Network and Juvenile Court Health Services. This site is in close
proximity to the Medical Center Administration and will relocate onto the 6" floor,
Outpatient Department Building when it is completed, which is anticipated to be
approximately 2006.

Implementation of Strategic Plan Goals

The Countywide Strategic Plan directs that we invest in public infrastructure, in order to
strengthen the County’s fiscal capacity. The proposed lease supports this strategy
(Goal 4, Strategy 2, Objective 2) in that administrative office space is being leased for
DHS on a short term basis pending future program consolidation.

FISCAL IMPACT/FINANCING

The annual cost of this lease will initially be $170,808.

2064 Marengo St. Existing Lease Re-lease Change

& 1063 N. Chicago St.

Area 12,940 sq. ft. 12,940 sq. ft. None

Term 12/1/91-11/30/01 5 years Add’l 5 years
Annual Rent $138,000 $170,808 $32,808

Tl Allowance None None None
Parking 32 off street spaces 32 off street spaces | None
Included in Rent
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Cancellation One time right at the Anytime after 3
36™ mo. upon 120 days | years upon 180
notice days notice
Option to Renew One 5-Year One 5-Year None

+ Sufficient funding for the proposed lease is included in the 2001-02 Rent Expense
Budget and will be charged back to DHS. Sufficient funding is available in the 2001-02
DHS budget to cover the projected lease costs.

+ The cost associated with the proposed lease will be approximately 78 percent
subvented by State and Federal funding.

« The monthly rent under the proposed new lease is subject to an annual CPIl adjustment
not to exceed 3 percent.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

DHS has been at this location since the Marengo building was built for the County in 1968
and the adjoining two-story building on Chicago was converted into offices. The current
ten year lease expired on November 30, 2001 and occupancy has continued on a month-
to-month basis as of December 1, 2001. The premises are in close proximity to the
Medical Center Administration which facilitates a close working relationship with
administrators and hospital support staff. When the new hospital construction is completed
these offices will be relocated to the Outpatient Department Building, anticipated to be
approximately 2006.

The proposed five-year re-lease agreement provides 9,620 rentable square feet at 2064
Marengo Street and 3,320 rentable square feet at 1063 North Chicago Street for a
combined total of 12,940 rentable square feet of office space and 32 off-street parking
spaces. The lease also contains the following provisions:

+ The term commences upon approval by your Board and ends five years thereafter.

« There are no tenant improvements in this lease.
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» Parking for the balance of the staff is available nearby at 1950 Marengo Street, County
Parking Structure Lot 9.

* Lessor is responsible for maintenance of the basic structure. The Lessor has
completed all exterior repairs requested by the County.

« County is responsible for all interior maintenance and utilities.

« County has the option to renew for a period of five years under the same terms,
conditions and rental rate by giving 180 days prior written notice.

+ County has the right to cancel anytime after the third year by giving 180 days prior
written notice.

« County has the option to purchase the premises for the sum of $1,900,000 by written
notice given prior to November 30, 2003.

CAO Real Estate staff conducted a survey of the area within a two-mile radius of the
Medical Center to determine the availability of comparable and more economical sites.
Staff was unable to identify any sites in the surveyed area that could accommodate these
requirements more economically. Attachment B shows all County owned and leased
facilities within the search area for this program. There are no County owned or leased
facilities available for this program within close proximity to the Medical Center.

Based upon a rental survey of similar properties within a two-mile radius of the Medical
Center, staff has determined that the annual rental range is between $16.20 and $19.80
per rentable square foot. Thus, the base annual rental rate of $13.20 per square foot for
the proposed lease is below the market for the area surveyed.

The proposed lease has been administratively reviewed and approved by your Board’s
appointed Real Estate Management Commission.

The Department of Public Works has inspected this facility and finds it suitable for the
County’s occupancy.
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There are two child care facilities on the Medical Center campus which are available for
staff housed in these buildings.

NEGATIVE DECLARATION/ENVIRONMENTAL IMPACT REPORT:

The CAO has made an initial study of environmental factors and has concluded that this
project is exempt from CEQA as specified in Class 1, Section r, of the Environmental
Document Reporting Procedures and Guidelines adopted by your Board on November 17,
1987, and Section 15061 (b) (3) of the State CEQA Guidelines.

IMPACT ON CURRENT SERVICES (OR PROJECTS)

It is the finding of the CAO that the proposed lease is in the best interest of the County and
will continue to provide the necessary space for this County requirement. In accordance
with your Board’s policy on the housing of any County offices or activities, DHS concurs
in this lease recommendation.

CONCLUSION

It is requested that the Executive Officer, Board of Supervisors, return two originals of the
executed lease agreement and the adopted, stamped Board letter, and two certified copies
of the Minute Order to the Chief Administrative Office, Real Estate Division at 222 South
Hill Street, Fourth Floor, Los Angeles, CA 90012 for further processing.

Respectfully submitted,

DAVID E. JANSSEN
Chief Administrative Officer

DEJ:SNY
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Attachments (4)

c: County Counsel

Auditor-Controller
Department of Health Services
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ATTACHMENT A

DEPARTMENT OF HEALTH SERVICES

EXPENDITURE MANAGEMENT AND GROUP PURCHASING ORGANIZATION

2064 MARENGO ST. & 1063 N. CHICAGO ST.,LOS ANGELES
Asset Management Principles Compliance Form'

1. Occupancy

A

Does lease consolidate administrative functions?? This is an administrative
function which is housed as close to the Medical Center as possible and will
be moved on campus when the construction is completed.

Does lease co-locate with other functions to better serve clients??

Does this lease centralize business support functions??

Does lease meet the guideline of 200 sf of space per person?? Ratio: 1/216
sf. Both buildings are functionally obsolescent due to excessive space
for corridor layouts. The short term basis for occupancy and low market
rental rate offsets the need to lease excess space.

2. Capital

I @ Mmoo o>

Should program be in leased space to maximize State/Federal funding?

If not, is this a long term County program?

Is it a net County cost (NCC) program? List% NCC 22% NCC

If yes to 2 B or C; capital lease or operating lease with an option ?

If no, are there any suitable County owned facilities available?

Ifyes, whyis lease beingrecommended over occupancy in County owned space?
Is Building Description Report attached as Attachment B??

Was build to suit or capital project considered?? Programs will be housed in
new Medical Center when completed.

3. Portfolio Management

A

B
Cc
D

Did department utilize CAO Space Request Evaluation(SRE)?2

Was the space need justified?

If a renewal lease, was co-location with other County departments considered?
Why was this program not co-located?

1. The program clientele requires a “stand alone” facility.
2,_X No suitable County occupied properties in project area.
3._X_ No County owned facilities available for the project

4. Could not get City clearance or approval

5. The Program is being co-located
Is lease a full service lease?? Lessor does not agree to full-service lease but
does pay exterior maintenance, taxes, insurance. County pays interior
maintenance, utilities, janitorial
Has growth projection been considered in space request?
Has the Dept. of Public Works completed seismic review/approval?
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' As approved by the Board of Supervisors 11/17/98

2 If not, why not?

ATTACHMENT B

SPACE SEARCH, TWO-MILE RADIUS OF LAC + USC MEDICAL CENTER FOR
DEPARTMENT OF HEALTH SERVICES

Please BOLD any written responses
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LAz FAZILITY HAME ADDFRES 3 ERE E HET Al L
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T=32  BIZCAILUZ-LIER ARY TRAILER 100 N EXZTER N AVE, L0 T ANGELES 90063 12,551 12,424 OWNED NG NE
FEE3 IT0-ADMINEETRATIVEHEAD S VARTER S 1103 N EXZTER N AVE, LT ANGELES 90063 57,500 B3E66 FIMANGC ED N3N E
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CE:2 MED CTR-FATIEMTEFINANC IALZERVICEZ OFFEKE 1910 N AN ST, LOS ANGELES 50031 13,510 2819 LE~ZED NG NE
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70T FUEBLIC LIBRARY-ANTHO N T 2@ UINN LIBRARY ¥5 EC ESAR C HAVED AVE, EASTLOS ANGELE: @ 7,215 8077 NI NE
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2064 MARENGO STREET & 1063 N. CHICAGO STREET, LOS ANGELES
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